
Lu.. 



















“MONEY ALONE seta the 
world to motion," said Publilius 
Syrua, the Roman writer. This 
could well be the adopted motto 
of the banking trade. Yet. for 
nearly eight decades Bank 
Leuml, the country's largest 
bank, has also maintained a 
loyalty to the aims of its 
founders. 

"The World Zionist Organiza- 
tion founded the bank as an 
economic arm, whereby it was 
stipulated that the settler In 
Palestine was entitled not only 
to charity but to be able to ob- 
tain loans on economic terms. 
The new banking entity was to 
be run as a sound commercial 
operation and to yield a profit. 
It was to make every effort to 
bring about the upbuilding of 
the Jewish community and the 
Jewish State. To this day we re- 
main true to this philosophy by 
maintaining an awareness of 
public and Zionist respon- 
sibility," says Ernest I. Japhet, 
chairman of the board and chief 
executive of Bank Leuml le- 
Israel B.M. 

Anyone covering the 
economic and financial scene 
must wonder how social and 
national aims can be reconciled 
with the profit motive. Japhet 
explains: "We function on an 
apolitical and non-partisan 
basis without differentiation 
between any specific economic 
branch or Individual whether It 
may be Industry, agriculture, 
construction, trade or the ser- 
vice sector. Wc weigh the needs 
on the basis of Gross National 
Product distribution. We take 
Into account the requirements 
of the Government economic 
policy and today our banking 
practices are aimed at 
generating Israeli exports," ex- 
plains Japhet. Recently Bank 
Leuml, unilaterally, was the 
first of the country's commer- 
cial banks to lower Interest 
rates charged to Its customers. 
The lead was eventually follow- 
ed by other members of the ' 
country's banking community. 

JAPHET runs Bank Leuml 
along the lines of European 
banks. The policy is to maintain 
a "universal bank, 1 ! implying 
the supermarket approach to 
the breadth pf services 
available. 

'■This means that we offer 
special wage income accounts, 
credit cards, a full brokerage of 
securities, insurance, leasing 
and many other specialized ser- 
vices, all apart’ from the con- 
ventional banking transac- 
tions," expands Japhet. The 
bank was the first in Israel to 
set up subsidiaries which assist 
In channelling long-term 
capital to industry, and 
agriculture. 

Under Japhet's leadership, 



Chairman of the Board Ernest I. Japhet 
discusses the Bank Leumi philosophy 
with The Post's Joseph Morgenstern 




a number of years ago the bank 
undertook a massive oversells 
expansion. "Wc are active not 
only In the major money cen- 
tres of the world but at points 
which are key to Israel's export 
development," he says. Basic 
to the concept is the aim of 
building up the initial 
relationship between Diaspora 
Jews and the State of Israel, 
whether by helping them open a 
deposit account, find An invest- 
ment or purchase a home in 
Israel. 

In 1979 Bank Leumi pointedly 
refrained from seeking new 
capital through the Tel Aviv 
Stock Exchange. It did, 
however, raise $75m. on the 
Eurodollar market by placing 
an issue of floating rate notes. 
1980 promises to be a year 
where the bank, subject to 
regulatory approval and 
market conditions, will make a 


threatened to undermine the 
very existence of the bank 
■ up hot s response was to 
declare a lockout. 
rot r oh poet it was a traumatic 
expo nonce for the bank's staff 

U . IS „ m >’ hope that an 
educational impact has been 
achieved and it will serve as a 
future deterrent to industrial 
strife in Israel. The sanefi 
imposed on us were of a wildcat 
nature as they never had the ac- 
tive support of the Histadrut 
1 .abou r b adoration and we were 
determined to hold the line," 
stains Japhet. 

With the onset of the i&80b 
J aphet Is intent on the further 
expansion of Leumi's activities 
in Israel and abroad. The bank 
has proven Its ability to raise 
the necessary financing, 
whether locally or on the 
Eurodollar market, to fuel the 
expansion. 


massive financial floatation on 
the local Exchange. "We re- 
quire fresh capital to finance 
the acquisition of new and 
sophisticated equipment as well 
as to be able to make new ac- 
quisitions," says Japhet. Last 
year the bank Integrated into its 
systems the branch network of 
Kupat Aliya in Israel and made 
a major acquisition by purchas- 
ing retail branches from the 
American Bankers Trust. 

A major development is the 
formation of a merchant bank 
In' conjunction with the Danot 
group, including a number of 
Israel's leading industrialists. 
The new bank will have 
registered capital of $i2.5m. 
of which $2. 5m. will be paid 
at once, and, In keening with 
its policy of maintaining con- 
trol, Leumi will have most of 
the equity and will maintain the 
voting majority. 

BANK LEUMI Is a major factor 
on the Tel Aviv Stock Ex- 
change. It is active both on 
behalf of individual clients and 
in the floatation of new bond 
and equity Issues. "We are 
satisfied that the bank's 
shareholders received over the 
years a yield which excoeded 
both the rate of inflation and the 
rate of devaluation of our 
currency," stated Japhet. 

Japhet envisages the gradual 
revival of positive conditions in 
the local capital market. Ho an- 
ticipates a further devaluation 
of the Israeli currency in line 
with Inflationary tronds, though 
he himself would prefer to soo 
devaluation outpace Inflation to 
assist the country's export ef- 
forts. 

Traditionally labour relations 
nave been sound at Bank 
Leuml. 1979, however, marked 
a departure when employees in- 
stltuted a campaign of sanc- 
tions and disruptions which 


M m N T,^ ININGa hl &h level of 
profitability will be a difficult 
task. In the past two years moat 
Israeli concerns are being fac- 
ed with an erosion of capital. 
"Our own assets are maini 
tnined on our books at historical 
prices going back for many, 
years," explains Japhet. 

Nevertheless, the chief ex- 
ecutive maintains an air of 
mensured optimism as to future 
developments. "The Minister of 
Finance, Yigael Hurvitz, has 
already made a major psy- 
chological impact on the Israeli 
community. If he will be able to 
maintain restraints on the wage 
front and If the recession will be 
of minor proportions It can be 
anticipated that by the year's 
end we will witness a small 
growth in our economy,” and’ 
a potentially meaningful turn- 
around. 

Subsequently, he foresees the 
balance of payments as the 
country's major economic 
problem. He is very much in 
favour of the public accepting a 
certain reduction in living stan- 
dards. But lie is concerned that 
current Government policies 
may result in an excessive 
social strain. 

The financial results for 1979 
arc seen as an ample Indication 
of the bank's ability to 
mnnoouvre In difficult 
economic conditions and. to 
produce a satisfactory return 
for its shareholder. 

Tho Egyptlan-Israoll Peace 
Treaty may also open new 
business opportunities for the 
bank. So far. It has been in- 
volved in Indirect banking 
operations with Egypt. It 'h 
hoped that shortly the bank will 
be tho first In Israel to conduct 
' a direct banking transaction 
with an Egyptian bank and 
mark the beginning of banking 
normalization. a 


MODERN COMMERCIAL life 
la inconceivable without a 
- smoothly functioning banking 
system. This is true within any 
western country, and' it irf 

. doubly true in facilitating inters 

■ national trade, says Dr. David 
‘ P*l T, » Sen, br Economist at 
: Bank Leuml, who adds that 
•Leumi plays a leadlhg role in 
financing both . export and im- 
ports to Israel. 

: There was commercial Jife in • 
olabn’ tjmes before money was : 
Invented. — a man would ex- 
change several cows and sheep 
for one wife — but such barter 
agreem ents were burdensome 

• ON THE COVER: The prin- 
cipal! branch and central 
;■ management building hi Tel 
Aviv. 
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OILING THE WHEELS 
OF 




Senior economist David Klein , 
talks to Macabee Dean about : 
Bank: Leumi’s role in the economy 


and time-consuming. 

With tile invention, of money 
matters became much easier, 1 
v^joney changers' 4 ’ came . 
Into being to further smooth ' 
over commercial m alters, . ’ 
These money changers'' — bf - 
which there are still a bine left ih 
East Jerusalem (and even in 
LUlenblum street in Tel: AviV 


for thqse arixious to pash ohecks , 
without leaving any records for 
the income tax authorities) — ’ 
gave birth to the banks, and this 
was another step forward. ' / 

: I And the banks gradually 
.developed their own means not 
only ■ of facilitating trade' by 
..arranging .for the transfer. ot 
- monies (or Credits) 'from 6ne J 


country tp another, but also by 
guaranteeing that the 
payments would be made. 

"In this Held, the Bank Leuml 
group is still maintaining the 
early lead it took before the 
State was founded," says Dr 
Klein.. * 

The "instruments" the group 

uses are many; . 

Firstly, there Is "directed 
credit This is 'provided by the 
Government from the special 
funds it has set; up for this 
specific purpose to expedite ex- 
ports, with Leumi both acting 
as the agent for the authorities 

and supplying its own medns. 

: But the Leuml, group accepts 
■ : the risk for. the ’entire pum, •* 

• :* Leumi handles about' 40 per 
• cent of all such directed credit, 

: which 1 Is given both in local 


™ E POST - BANK LEUMI SOTPLESffiS? 


Israeli and foreign ourrenoyi ® B 
the case and need may be. 
THE MOST Important aspeot oj 
this "directed credit" is that it 
Is given at low rates, about one- 
third of those prevailing o n t,ie 
open market, and thus gives & 

"push" to exporters to seek 

foreign markets — which earn 
foreign currency — and w 
abandon the local ^ ar * B in 
market — which helps to eat »P 
foreign currency and to funne^ 
worsen the country's adverts 
ibalance of payments. 

■' "in "directed credit & 
noted, Leumi (and the otner, 
commercial banks) act m“ny 
as agents for the Government. 
•But the Leumi group 
other banks) also directly ne p ' 
to finance exports through t« . . 
•• ( Continued on next pm> 
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Fitting services 
to clients' needs 


An interview with Bank Leumi’s 
general manager, Joseph Rosh 


"AT BANK Leumi the 
marketing function is one of the 
more important tools in deter- 
mining the type of services that 
we offer to our clients," states 
Joseph Rosh, joint general 
manager. The veteran banker, 
with more than four decades of 
banking experience. Is in 
charge of marketing, Israeli 
pound deposits and personnel. 

Rosh points out that 
marketing demands that 
business start out with the 
needs, the realities and the 
values of the customer. The 
business should define as its 
goal the satisfaction of 
customer needs. Overall It Is 
the aim of bank marketing to 
know and understand 
customers so well that the 
product or service fits them and 
sells itself. By this approach, 
marketing replaces selling and 
should ideally result in 
customers who are ready to 
buy. What Is left to be done is to 
make the service available. 

The supervision of the 
marketing at the bank is much 
more difficult than meets the 
eye. The bank now has more 
than 400 branches and keeping 
In close contact, at best, is a dif- 
ficult task. To make the super- 
vision and "feedback" efficient 
regional zone control centres 
have been established. Branch 
managers report to the zone of- 
fices and material is then 
prepared for Btudy by manage- 
ment. 

Rosh is no armchair ex- 
ecutive and makes regular trips 
to various branches so as to ob- 
tain first-hand impressions. 

The vast advertising ac- 
tivities are also under Rosh's 
supervision. This includes 
budgetary allocations and 
guidance as how moneys should 
be spent. 

A little publicized activity, 
connected with marketing, Is 
the maintenance of a speolal 
office to handle inquiries and 
complaints from the public. 

Rosh expressed satisfaction 
that the number of justified 
complaints fell by nearly 1.0 per 
cent in 1079. 

Israelis prefer to do their 
banking at the branch of a bonk 
that is closest to home. In com- 
parison to banking allents in 
Western countries, Israelis 
spend more time at their bank 
ana visit them more frequently. 


(Continued from previous page.) 
JJ” 1 financial resources (plus 
"jonies vou deposit in the 
. ™ T “ n y reason by granting 
mans to exporters. 

These loans, of course, are 
fv en . at Prevailing rates of in- 
*Tl° n the market (Leuml 
® first to recently drop 
“Jterest rates by five per 
the bank cannot sub- 
I3 e the interest rates on these 
1 B * which are obtained by 
-.usual commercial methods. 

A third type of financial 
assistance is called "doou- 
mentary. credit." This is 
granted to Israeli Importers of 
Sj both raw materials and 
nnwhed goods. A foreign ex- 
P, Jr er dipping goods to Israel 

*98 assurances (and In- 


"We offer a wide range of ser- 
vices including automatic 
payments for utilities and other 
services such as banking by 
mall, or automatic teller 
machines which could preclude 
such frequent visits but it is 
hard to convince our clientele 
that this Is the easiest way to 
bank," explained Rosh.. 

Clients tend to remain with 
the bank where they open their 
first account. Bank Leuml is 
currently preparing a major 
campaign to get young people 
to open their first account with 
the bank. Competition among 
banks is rife. "It 1 b common for 
me to receive calls from branch 
managers Inquiring whether 
special termB may be made’ 
available to a prospective 
customer. Within reason we 
will always do our best to offer 
the most attractive terms." 

In spite of its bigness Bank 1 
Leumi tries to maintain its im- 
age bb the bank for the "man In 
the street." Branch managers 
and their assistants are in- 
structed to provide per- 
sonalized service and advice to 
clients regardless of the size of 
their accounts. 

Supervising the some 10,500 
employees In Israel Is not just a 
question of hiring policies. An 
important function of the per- 
sonnel department is to assist 
the employees in maintaining 
their upward progress by 
providing educational oppor- 
tunities. 

In addition the bank en- 
courages employees who have 
never had the opportunity of 
completing their high school 
education to do so with the 
bank's assistance. 

Bank Leumi also maintains 
its own professional training 
centres. Last year bank 
employees were the 
beneficiaries of more than 500,- 
000 hours of various courses. 

Bank Loumi employees are 
among the highest paid in the 
banking community, but even 
more important than the 
remuneration it is a matter of 
polioy to advance individuals at 
the fastest rate possible so as to 
maintain a high level of work- 
ing morale. 

Rosh proudly points to the 
fact that Bank Leuml has been 
awarded the prestigious award 
for the best service, among 
banks. Joseph Morgenstom 


surance) that the Israeli Im- 
porter (whom he often knows 
only by reputation) will pay his 
bills on time; and the latter, to 
insure the free flow of Imports 
to hls firm, simply makes 
arrangements with the bank 
which assumes responsibility. 

Another form of assistance 
are lines of credit 
opened for Leumi by banks 
abroad. These foreign banks, 
provide Leumi with credit upon- 
demand, up to certain limits, 
and Leumi oan exploit these 
lines of credit for a variety of 
uses, such as paying for .exports 
to Israel on the spot abroad, 
with Leumi collecting the sums 
due from the Israeli importer. 

And still another basis for 
providing credits and loans for 
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Banking In the open air at the "Good Fence" on Lebanese border 
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"Senior citizens" week — a speolal campaign held last year 
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A lecture to staff members at the Training Gentre 


exporters and Importers Is the 
funds flowing into Leumi's 
"Patah" (Hebrew acronym for 
Plkadon Toshvei Hutz,) or 
foreign currency accounts held 
in Israel by non-Israelis. So far, 
by the end of November, 1970, 
some $2.7 billion were deposited 
by non-Israelis in all such ac- 
counts, (about half In the Leuml 
group) a tremendous jump 
from the $980 million only 
three years earlier. The size of 
these Patah. accounts also helps 
to further enhance the reputation 
of Leumi and the other Israeli 
banks as "solid" abroad, for 
even during national emergen- 
cies few non-Israelis withdrew 
their funds, their faith was a 
further indication of their belief 
in the future of Israel. 


This bank, Dr. Klein notes, 
offers all the safety and arid- 
vantages of a Patah account In 
Israel. 

In the Cayman islands, an 
offshore tax haven In the Carri- 
bean, non-Israelis can open 
Patach accounts which are run 
from either New York or Tel 
Aviv. 

It is used sometimes by many 
persons, Jews and non-Jews 
alike, as an Intermediary sta- 
tion until they decide to transfer 
their funds to Israel In the form 
of a permanent investment. 

And finally, Leumi helps 
Israeli exporters and importers 
through Its chain of 42 branches 
abroad, not only in Europe and 
the U.S., but also in South 
America and South Africa. 


(Another 18 branches, those of 
the Bankers Trust of New York, 
are soon to be added to these 42, 
making Leuml by far the leader 
among Israeli banks abroad, 
accounting for about two-thirds 
of all Israeli banking outlets 
abroad.) 

“These branches give 
general information bn Israel, 
not only to exporters and Im- 
porters, but also to those in- 
terested In Investing Ln Israel, 
in addition, of course, to helping 
these exporters and importers, 
and serving the local communi- 
ty. They actually act in many 
cases aa ‘marriage brokers' 

. between Israelis and non- 
Israelis in many projects. They 
also mobilize capital for Israel 
from abroad." □ 
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THE IMPORTANCE of inter- 
national activity has grown 
rapidly in the past few years at 
Bank Leuml. 

Israel is among a small group 
of nations where the percentage 
of foreign trade, as part of Its 
Gross National Product la ex- 
tremely high — 8a per cent as 
compared to 71 per cent in 
Holland. 54 per cent In 
Switzerland and 39 per cent 
In Germany. lit is highly depen- 
dent on international financing. 

“'These factors alone un- 
derscore the need for main- 
taining a highly developed 
system of overseas banking 
correspondents,*' points out 
Mordechai Einhorn, head of 
the international department. 
Correspondent banks are those 
with which Leuml maintains 
accounts on a reciprocal basis 
and carries on together the 
foreign trade function. 

"The importance of the 
overseas banking relationship 
can be demonstrated by the fact 
that the Israeli banking com- 
munity, has raised more than $4 
billion from overseas banks," 
says Einhorn. 

Financing is on a three-tier 
level. Short term financing is 
required for normal trade. 
Many of the confirmed letter of 
credit transactions, are issued 
on a deferred-payment basis 
and therefore Imply the use of 
short-term credit. Intermediate 
financing deals with the supply 
of funds for capital goods 
purchases. The money Is re- 
quired generally .for a number 
of years and at preferential in- 
terest rates. Long-term finan- 
cing is generally related to i 
development programmes and 
Is for periods ranging from fi-18 
years and 33 per oent for as long 
aB 25 years. 

The Bank Leumi group has 
taken an aggressive stance in 
overseas bond underwriting 
and syndicated loans. The 
achievements In 1979 were im- 
pressive. Bank Leumi succeed- 
ed last year In appearing in no 
fewer than 25 separate slgnifi- 
cant International un- 
derwritings. This may be view- 
ed as a major achievement due 
to the Arab involvement In un- 
derwriting functions. In many 
issues Bank Leumi appeared Ti 





bnsiness 


Mordechai Einhorn, joint general manager 
of Bank Leumi, talks to The Jerusalem 
Post’s Joseph Morgenstern about the 
bank’s international activities 
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side by side with Arab banks. 

“Under writing Is a reciprocal 
function and by our appearance 
ns a participant in the nrning- 
ing of loans for others It 
facilitates our ability to raise 
funds on overseas financial 
markets." explnins Einhorn. 

Currently, Bank Leuml Is dis- 
cussing with a number of its 
clients the possibility of arrang- 
ing issues of bonds or floating 
rate bonds on the Eurodollar 
market. Foreign currency len- 
ding has great appeal, as 
historically the rate of devalua- 
tion has lagged behind the rale 
of inflation and if this trend con- 
tinues borrowing In foreign 
currency will maintain Its 
appeal. 






BANK LEtran (O.K.) .Limited 
is a public company whose 
shares aj*e quoted on the Lon- 
don Stock Exchange. The bank 

™ in ItB ori 8faal form 

in 1902 and was based oh an Idea 
of Theodor Herzl. It was 

p‘£"® 1J y "“med the Anglo 
Palestine Company and subae- 
™ renamed the Anglo 
Palestine Bank. It was onlv in 
I960 when the Bank Leumf le- 

S:" 1 - l VaB lncor P°rated that 
the business and assets of the 
Anglo Palestine Bank were 
transferred to Tel Atfv" 

; The bank sees as its main 
functions the promotion and ex- 

BBS"! of . Its talks -with tn- 
dustrial and commercial. com- 
panies, and in particular the 
development of two-way trade 
and investment between Bri- 
tain and Israel. It also alms to 
servo as a major bank for the 

n M &;' 0O ? mur ^ lt y in the 
b ° th ° n in- 
dividual and InstltutiohaMevei. 

• lta rang© ofcomrnerclal ser- 
vices include the financing of 
conventional business dealings 
by-way ef overdrafts, advanced 
and^ acceptance credits. It ei- 
loans for business 
.and industry. Last year it 

entered the leasing business. It . 


The London branch before Its name was changed 

detailed Kadishay. 

The British r 0 °o d d 

_ shareholder as well as for the 

connection ! ^ s s 

m P r °Ht of £340,030 and after tak- 

An interview with Yair Kadishay, head of f 

Bank Leumi in the United Kingdom ■ ln 

Of J-r <™> «. He was in Te. «.»m. SS2& fflffij 

of export-import aervlces P are ■ *?. 4,16 P ubllfi hlng of {V Issuing lm. ordinary ahai-es 

made available. The bank S ^™ la a "»ual bailee ** way of a one for two righto 

recent years, has beoome an aheet and financial results. * aaue : Indicating the bank's 

mpor tant link ln ths Bank HE POINTton , cohoern for the shareholder, the 

Leuml group in the money Sf ton,' J, h . e °? enlng of Fa ? s l u6d aharea received- 

market and investment field. ‘ ha bane ? t ot the end-of-the- 

In keeping with its establish- Jewish i n a heavU S' year flnal dlvld end. 

ed goals the bank maintains ac- London fS‘ #d 8ectlon ot Hank Leumi Shares are 
counts Of Charitable presenoi w«. P0n ’ e t0 our qaotea on the. London Stock Ex° 
organizations on concessionary EraHMnv . J 8 more than, change. Examining their ner- 
terms Tf he. gratuying as we are P Br 


IN 1979 the bank experienced 
little difficulty in arranging 
overseas credits. However, ac- 
cording to Einhorn, this situa- 
tion may change. "There is a 
lack of clarity on the Inter- 
national banking scene. Not a 
small part of It has been caused 
by the freezing of Iranian 
deposits by the United States. 
For us It means an ever greater 
effort to make sure that our 
• clients' needs are covered," he 
points out. 

Bank Leumi has a highly 
developed overseas network of 
bahking subsidiaries, offices 
and representatives. It is this 
overseas network that has been 
responsible, In the past four 
years, ln helping Leuml to raise 
$195m. In floating rate notes 
and convertible debentures. 

"We did not require the 
assistance of underwriters In 
the placing of the bonds as was 
made through our own group 
and through its retailing 
channels. In addition we were 
able to obtain Institutional par- 
ticipation, as well," he explain- 
ed. 

Of the total amount raised 
overseas in 1977 Leumi floated 
a ?10m. loan which had a novel 
feature in that the debenture 
issued was convertible into 
shares of Bank Leuml at a 
predetermined ratio of shares 
to dollars. "In spite of the fact 
that the issue was floated 
several weeks before the New 
Economic Policy which was 
marked by a 48 per cent 
devaluation our convertible 


Bank Leumi in the United Kingdom 

of syndicaledfoSw!' AU * Spfcta V e V mI (UK > He was in Tel 
of export-import aervices P are ' l i°. ^ P ubl!shln S of 

made avaUable. The bank in nhoif * e j 1 2 1 8 annuaI balance 
recent years, has become 8heet and financial results. 
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- made avaUable. The bank, in 

- recent years, has beoome an 

• important link in the Bank 
s .Leumi group in the money 
i market and investment field 

- In keeping with Its establish- 
i ed goals the bank maintains ac- 

' n^ Mn . tS *« of charitable 
i organizations on concessionary 

5 u has est abllshed- the 

• A.I.B. Charitable Trust to 
enable the funds of Individuals 
and companies to be used to the 
maximum benefit of recipients. 

m this coming year we ‘Shall 

.. continue to foous our attention 
■°P- expanding retail business'; 
Stated -Dr. Yair Kadlzhay, 

. ,-hiaAaglrig director of.' B^nk 


HE POINTED to the opening of 
Gants. Hill, Ilford branch 
'f? Ic . h . 16 'located in a heavily 
Jewish populated section of. 
London. 'The response to our 
_^ as ®.°« than. 


> nan VHtmge. examining their ner- 
fach mSSj, , W€ ? ro °P enln ffi f°rmanc : e during the last 

sSrSsfSs a® ss&s^ssbsk 

^ ve e.tment alternatives ^ 

pe^lve edge in.oAer n tb a ^w 7 ■ bwk rSoelwd 1 " expan8 J on ' th e 

One way ; of, doing this ffbv J’ v ? < J‘ a medium term 

offering, pur. clients free-of: from loar l of £l WHHon 

change; checking •.docoqpts,;', 


s. tl« , bi’nlurrs today have nn 

•nl vjil.i.' ..f us ppi coni," cxplatoi 
ice hinhorn. P'fiins 

l f; ,T ho . bHnk , iH currently con- 
It eidnnng the posslbiut/ 0 "* 
sc floating a similar issue to Z 
lal convertible debenture brought 

,lut 111 which was high? 
is- successful. sn ' 

its 

,g- ISRAEL'S political and 
„g eermomk* problems have not 
nr deterred non-residents from In- 
»■ creasing the deposit function In 
is Mils country. According to 
a- Einhorn at the end of mg 
to foreign residents maintained 
n- some $2. 5b. in deposits with the 
rn Israel l banking community. 7 n 

is i™ than n year, these 
deposits Increased by no less 
than 33 per cent," states 
id Kinhnrn. 

ig While Lcumi's officials wilt 
2 - not disclose how much of the 
i- overall non-resident deposits 
a an held with the Bank Leuml 
r- Group it is known that the 
a bank's balance sheet Is made 
d up of some 70 per cent of foreign 
n currency. This leads one to the 
i. conclusion that the group is the 
r country's leader in maintaining 
r deposits for non-residents, 
e Deposits made by non- 

residents have the benefit of the 
y interest rate structure 

f which is based on Eurodollar 
s rates. The interest earned Is 
s free of tax In Israel and there is 
i no inheritance tax levied, 
r Turning to the prospects of 

3 banking activity with Egypt, 

9 Einhorn expressed hopes that 
in the very near future the first 
i direct banking transaction with 
i an Egyptian bank will be an- 
i nounccd. "So far our Involve- 
» ment has been on an indirect 
' basis and by means of third par- 
i tics," he said. Interestingly 
enough the bank has connec- 
tions with a number of coun- 
tries, especially ln Africa, with 
which Israel has no diplomatic 
rotations. 

The prospect of Israeli firms 
turning to the Eurodollar 
market for Its financing and the 
further expansion of the Bank 
Leumi overseas notwork as 
well as Hr continuous participa- 
tion in underwritings and syn- 
dicated loans are ample in- 
dications that the bank’s Inter- 
national operations are in for 
another busy year. D 

balance sheet total stood at 
-filHO.Om. 

1070 was generally a difficult 
business year in Britain, 
interest rales continuod to rlae 
anti attained now record levels. 

In the fourth quarter os the. 
Minimum Lending Rate reach- 
ed 17 per cent In November. 
Dospite the rise, which 
reflected official attempts to 
tighten monetary expansion 
and restrain accelerating infla- 
tion, the bank managed to ex- 
pand its credits to clients. In 
fact 37 per cent more accounts 
were opened during the year, 
with the attendant need for ex- 
panding lines of credit. 

As for 1980, the outlook la for 
■ an even more difficult year as 
inflation continued to rise and 
interest rates remained at high 
level. Concurrently, there was a 
slackening of cpnsumer de- 
mand. 

In spite of the bleak buslnenfl 
outlook,. Dr. Kadishay looks 
with confidence to the future. 
"We shall continue our policy of 
extending the retail end of ou r 
business and look forward to 
another year of expanded ( W* 
tivlty and positive results,' M . 
concluded. u 


the JEBDSALEM BOST-- BANK LEUMI awmiMENT " 


Joseph Morgetutert 
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SINCE 19(18, when It received a 
permit to establish the First 
Israel Bank and Trust Com- 
pany. a New York State charter 
bank, Bank Leuml Lc Israel has 
gained a strong foothold In the 
United States. 

Today, the Bank Leumi Trust 
Company of New York (as It 
was renamed in 1972), rankB as 
the 94th largest bank in the 
United States in terms of 
deposits. 

Eliezer Lcrner, president of 
the Western Hemisphere 
Region of Bank Leuml, is 
satisfied with the progress 
made. 

"The bank is fulfilling an im- 
portant function in the 
economic relationship between 
the U.S. and Israel," says Mr. 
Lerner, who came to New York 
in 1971 as head of the New York 
branch of Bank Leumi. 

He notes the progress that 
was made in 1979 despite the 
pressures of Inflation. The 
numbers speak for themselves. 
At the end of the year, total 
assets of the New York 
branches amounted to more 
than $l.6b., a 12.8 per cent rise 
over the year before. 

Total deposits were up to 
$l,479b, and outstanding loans 
totalled $566 million. The ten 
branches of Bank Leuml TruBt 
Company qf New York have 
more than 100,000 deposits and 
accounts. 

"Profitable results" were 
also reported by Mr. Lerner at 
branches established within the 
last five years in Los Angeles, 
Chicago and Miami. 
Philadelphia became the site of 
still another branch last year. 

In a major expansion 
programme, Bank Leumi Trust 


NON-ISRAELIS opening an ac- 
count at Bank Leumi 's Foreign 
Resident and Tourist Center 
must weigh several factors. 

The first Is in which currency 
they should keep their money — 
American dollars, Swiss 
Francs, German Marks, Dutch 
Florins, English Sterling. 
French Francs, Canadian 
Dollars or any other. Then, he 
must decide if and when it is 
worthwhile to convert from one 
currency to another. 

For due to the floating ex- 
change rate system, one 
currency may float upwards as 
the other floats down. Often a 
currency will Increase con- 
siderably in value over a period 
of time, thus more than compen- 
sating for lower interest rates. 

Another problem is for how 
long should the money be put 
away In a "Time Deposit" ac- 
count — three, six or twelve 
months, or even longer? A 
longer "Time Deposit" earns in 
most oases a higher rate of in- 
tS re j at in ftn y currency, but if 
the interest rates in that curren- 
cy are constantly rising, It 
Jplght be better to' make the 
J 8 5 08lt for only three months, 
ana then keep renewing it every 
three months, thus taking ad- 
y* nta & B of the Increased in- 
h ® r j ® at i rat es. As interest rates 
ogin to drop, the money can be 
awa y for a longer period. 
a , We have a highly experienc- 
ed staff to advise our clients on 
urrenoies, Interest rates and 
tiL eTy , an £ le of International 
muJ'u and investments, not 
my here at our Center at 180 
ffen Yehuda, but at all our 
oranches," says Dov Nivron, 
senior Manager at Bank 
^Odini, who heads the Foreign 
^ewaent and Tourist Center. ' 
vJv Vr ° n ’ ^ho with his 
c 9i 1 eaguea was instrumental in 

-H ' . - i. ' * 
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progress in U.S. 


Eliezer Lerner, Bank Leumi president of 
the regional management in the Western 
Hemisphere, is interviewed by a special 
correspondent about the bank’s function in 
economic ties between Israel and the U.S. 



Hebrew letter clock at Clilcago Bank Leuml branch 


A bank for 
non-Israelis 

Dov Nivron, manager of Bank Leumi's 
Foreign Resident and Tourist Center in 
Tel Aviv, talks to Macabee Dean. 


establishing this type of ac- 
count ln January, J978 — ahead 
of any other Israeli 'bank — - now 
runs an organization which has 
outlets ln sevep hotels (Hilton, 
Forum Palace, Ramada, Plaza, 
Diplomat, all in Tel Aviv, and at 
the Sharon in Herzliya) , as well 
as an advisory service ln 
Dizengoff Center. Potential 
clients can also obtain 
preliminary Information at any 
one of the over three hundred 
regular branches of the Bank 
Leumi group in Israel, or at any 
of the bank’s many branches 
abroad. Or they can simply 
drop a letter into any mall box 
abroad, asking for information 
or even opening their account. 

So far, thousands of non-- 
Israelis have taken advantage 
of the "bank by mail" service, 
says Nivron. Some tourists 
visiting Israel open their ac- 
counts in person, and maintain 
contact by mail; others open 
their accounts by mail and dur- 
ing their visit to Israel discuss 
further instructions. 

"But those who don’t drop 
into one qf our offices ln Israel 
while visiting here lose the op- 


portunity of making friends 
with our clerks who manage 
their accounts," says Nivron. 
"Unlike Leumi's regular 
branches, where a counter 
separates customer and clerk, 
-at the Centre here, and at our 
outlets, the customer Is invited 
Into the office for a quiet and 
personal talk. This is something 
new in client-clerk 
relationships." 

During the years, many 
friendships have sprung up this 
way, with the staff taking more 
than just a passing Interest in 
the customer. The fact that 
many of the older customers, 
produce not only the relevant 
documents but also pictures of 
their families abroad es- 
pecially of the latest additions 
— is evidence of this unique 
relationship. 

The staff speak a variety of 
languages: English, French, 
German, Spanish, Portuguese, 
Polish, Russian, Italian, Ruma- 
nian, Arabic, Persian, and of 
course, Yiddish. Few of the 
clerks are Vsabras," native 
born Israelis. 

Although iione of them apeak 


is now finalizing the purchase of 
13 branches of the Bankers 
Trust Company in the 
metropolitan New York area. 
Pending final approval, Lerner 
expects the deal to be concluded 
by May. 

Lerner expects Bank Leuml 
Trust to enter a "period of con- 
solidation" after taking over 
the Bankers Trust branches. 

As a New York State charter 
bank, Bank Leumi Trust 
provides all regular banking 
services — checking, savings, 
certificates of deposit, trust ser- 
vices and loans. 

Some of its clients come from 
the nearby diamond, fur and 
garment industries, all heavily 
Jewish fields in New York. 
Others are Israeli companies 
doing business here. But 
overall, the bank serves a "nor- 
mal cross section," says 
Lerner. 

International services in- 
clude the financing of trade 
transactions between Israel 
and the U.S. Advice and Infor- 
mation is available for prospec- 
tive tourists as well as prospec- 
tive investors. 

A subsidiary in Israel, the 
Leumi Securities Corporation, 
acts as a broker for U.S. 
customers interested in buying 
Israel securities.' 

Bank Leumi branches are 
staffed by personnel drawn 


Far Eastern languages, the 
Bank has customers from .the 
Far East, especially among the 
workers building the Negev air- 
fields, who have not only open- 
ed accounts, but use the hank’s 
facilities to send money home to 
their families. 

WHY DO non-Israelis open 
Time Deposit accounts in 
Israel? 

Nivron explains: "Firstly, 
they feel good having a business 
relationship with Israel' and 
thus prove their confidence and 
trust in our economy. By 
simply opening an ac- 
count, they are helping the 
Israeli economy grow and 
prosper. We ln Leumi invest our 
resources ln Israel and abroad 
and strengthen our reputation 
and credit rating throughout 
the world.” 

Moreover, he explains, "they 
are not only helping Israel, but 
they are also helping 
themselves. They do not lose 
one penny by putting their 
money here, They get 
Euromarket interest rates, 
which for nearly all of them, 
are higher than the interest 
rates they would get In their 
home countries.' * The 
customers come from 25 coun- 
tries, from all continents. 

More than 10,000 customers of 
the Tourist Center are gradual- 
ly turning Israel into a 
"Switzerland,” since the same 
general banking conditions 
prevail here as there, says 
Nivron. 

Banking secrecy ig 
scrupulously maintained. 
Interest from deposits Is free of 
tax and there is no liability to 
death duties. 

"Most of our customers open 
joint accounts, so If one of them 
does pass away, the other has 


THE JERUSALEM POST — BANK LEUMI SUPPLEMENT 


from a wide ethnic background 
but Israelis man senior posts. 
They include Lerner.'s two 
assistants, Ehud Moverman 
and Shmuel Sussman, and the 
managers of the Chicago, 
Miami, Los Angeles and 
Philadelphia Branches, Aharon 
Kacherginski. Jacob Nurock. 
Yeheskel Shahar, and Shlomo 
Oren respectively." 

The branch managers work 
closely with the regional 
management whose respon- 
sibility, says Lerner, includes 
"coordinating and monitoring 
all activities of the Bank Leumi 
group in the Western 
Hemisphere.” 

Within this group are two 
branches of the Bank Leumi 
Trust Company of New York, ln 
the Grand Cayman Islands and 
in the Bahamas a represen- 
tative office In Toronto and a 
network of representative of- 
fices In Latin America, ' In 
Panama, Venezuela, Brazil and 
Argentina. 

A new representative office is 
planned for Mexico later this 
year and a banking subsidiary 
is slated for Montivideo, 
Uruguay. Mr.. Lerner looks still 
further ahead. 

Bank Leumi will continue to 
seek new avenues in Central 
America and the United States 
as circumstances warrant. □ 


free access to the joint funds." 

If the customer wants "super 
secrecy" — he can open a 
numbered bank account, as is 
possible not only, in 
Switzerland, but also in several 
other countries, such as 
Lichtenstsin, England-* the 
Benelux countries, Lebanon, 
etc. 

Since a high percentage of 
non-lsraell customers visit this 
country once a year, an added 
advantage is that they have 
money here waiting for them 
when they arrive, and do not 
have to worry about carrying 
cash, or buying travellers 
checks. Many of the latter also 
open a checking account in 
Israeli pounds, and pay for 
their stay here by writing 
checks in Isra'eli pounds. 
Moreover, If they deplete their 
Israeli currency account, they 
do not suffer overdraft fees, but 
their foreign currency account 
can be tapped immediately. 

Bank Leumi also will open 
"day by day" accounts ln foreign 
currency, if the sum is suf- 
ficiently large. Here, the 
customer gets a special dally 
rate which today for example is 
only about one half to one per 
cent less interest than in a 
three-month time account. His 
money can be withdrawn at an 
instant’s notice, without any 
trouble. If a three-month or 
longer Time Deposit is 
withdrawn before the specified 
period is up, the client must pay 
a small fine subject to the in- 
terest rate prevailing at the 
time. 

"To summarize, our ac- 
tivities which are growing in a 
very satisfactory manner, have 
proven to be good and produc- 
tive for all: our customers, for 
the bank, and for the country’s 
economy." says Nivron. □ 
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883.682,000 


052,77 5.000 
68,007,000 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDED DECEMBER 31 


OPERATING INCOME 

Interest and linkage increments 
On loans 

Sn ft?**'" 1 * Bonk of or ' d banking institutions 
rSi ^I 1 d j b ® ntUrB ® approved Tor investment 
. Dividends from subsidiaries 

Other income Inal) from securities operations 
commissions and other income 

OPERATING EXPENSES 

interest end linkage increments • 

On deposits, savings and loans 
On debentures, capital notes and bonds 

ossssr. of d, '" ,ed “ perM * i ■ ■ d 01 ° ,her 

Provision for loan losses, net 
Salaries and related expenses ' 

Occupancy of premises, net 
Depreciation Of premises and equipment 
Other expenses . 


OPERATING PROFIT BEFORE TAXATION 

pS-s«" if vssttr^. 

SSSSSSSFsw^ssaa 

NET PROFIT 


Consolidated 


70,609,111,000 

9.753.872.000 

8.636.707.000 

1.472.159.000 
^3.221.744. 000 


49.711.271.000 

31.200.233.000 

33.147.000 

48.606.000 
183.885,000 

4,959,595,000 

462.487:000 

88.441.000 
JL901.297 m 


2.184;i2Bi6oo 


1,0^0,475,000 
47,526,000 

J.746.00^ pfli 


22,916,601,000 

4.233.742.000 

2.419.742.000 

398.345.000 
. 1.728,376- 000 


1 5.580.887.000 

10.063.807.000 

23.094.000 

20.251.000 

62.619.000 
2.489.738,000 

232.770.000 

68.291.000 


qompleta statornents of amounts/ including notes, are, avajlabte a, „ ur sf ^ 

— . u, reo,, , „ ■|)|m 4 7 jxn 


mm 




BANK LEUMI LE-ISRAEL 8.M 

AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET (CONDENSED) 

AS AT DECEMBER 31. 1979 


December 31 
1979 1878* 


December 31 


CAPITAL, RESERVES AND SURPLUS 
Share capital of the Bank — issued and 
paid up 

Capital reserves — 

Resen/e for proposed distribution of 
capitalization shares 
Other capital reserves 
Earned surplus 

SUBORDINATED CAPITAL NOTES — 
Convertible into Shares of the Bank 


INTEREST OF OUTSIDE SHAREHOLDERS 
m the capital, reserves and surplus of 

BONMANDCAPITAL NOTES 1.321.916,000 860.067.000 

issued by subsidiaries — convertible 

into shares 460,61 8.000 309.064.00Q 

U72.733.000 1.169.131.000 

NON-CONVERTIBLE BONDS AND CAPITAL 

DEPOSITS 3.645.209.080 

SS=1.. jssasa .aasaas 

banking institutions 87,233,981,000 33.809 ms non 


2.199.683.000 

919.945.000 

1.474.949.000 

1.529.911.000 

6.124.488.000 

829.012.000 

6.953.500.000 


1.885.425.000 


304.138.000 

705.929.000 
1 .068.580.000 
3J9 64.072.000 

861.352.000 


1979 

CASH IN HAND BALANCES WITH BANK OF 

ISRAEL AND BANKING INSTITUTIONS 211,431.027.000 


SECURITIES 
Government debentures 
Debentures issued by others 
Shares 


LOANS TO THE GOVERNMENT 
(Principally deposits with the 
Treasury) 

LOANS 

(Less provision for loan losses) 

Loans 

Loans out of deposits for the granting 
of loans 


OTHER ACCOUNTS 

BANK PREMISES AND EQUIPMENT 

LIABILITIES OF CUSTOMERS (see contra) 
For acceptances 1 
For documentary credits 
For guarantees and other liabilities 


111,123.381,000 48.51 2.1 1 1 PC 


113.479,907,000 50.894,543.000 


47.925.236.000 

161.405.142.000 


2,027,855.000 


1.156.235.000 


DEPOSITS FOR THE GRANTING OF LOANS 

Government deposits 

Deposits and loans from Bank of Israel and 
banking institutions 
Other deposits 


9.038,667.000 5.2 1 8. 1 95.000 


36.929.972.000 
3.616.1 59.000 

48.584.798.000 


12.701,528.000 


DEBENTURES ISSUED BY SUBSIDIARIES 


Non-convertible gB.93B.nn.nnnn 

OTHER ACCOUNTS 4,408,620.000 

LIABILITIES ON ACCOUNT OF CUSTOMERS 
(see contra) 

Acceptances 1 _ __ 

Documentary credits IabS'KawS 

Guarantees end other liabilities 10:882.274'°°° 

26.692.945.000 


65,835.043.000 31.065.311.000 


2.659.61 1.00C 


646,061,856.000 246.65B.B72QOO 


E.l. JAPHET, Chairman of the Board 


P. EYLON. 

J. PECKER, J- Dira ««™ 


M. EINHORN, 
Y. MACHT. 

I. RAUCH, 

J. ROSH, 

B. YEKUTIELI, 


Joint General Managers 


MGjOBUBBjOOO 246.858,572.000 


' Reclassified 


W-?-' < ■ ? iv v - ratta ' 



atlug Imitation 


Macabee Dean interviews Nahum Eshel, head of the 
Savings Department in Bank Leumi on savings schemes. 


INFLATION has become a 
serious problem for every 
Israeli, "yet, despite this, 
Israelis can protect the real 
value of their savings better 
than savers in other countries," 
says Nahum Eshel, head of the 
Savings Department in Bank 
Leumi. 

The reason is simple : Most of 
these savings schemes in Israel 
are linked to the Cost-of-Living 
Index. Although Israeli curren- 
cy may fall in value sharply 
from year to year — lately from 
month to month — the Index 
continues to reflect the 
purchasing value of the pound 
(or shekel) on the day it was 
deposited. 

CURRENTLY the most popular 
of the savings schemes is the 
"up to 120," allowing for a max- 
imum deposit of IL120.000. Up 
to ILBO.OOO may be deposited at 
one time, with the balance in 
monthly additional payments. 
A variation of this scheme is 
known as "120 plus," for 8 
years. Essentially this type of 
scheme links deposits to the 
eost-of-ltvlng index, plus paying 
interest and an-outright cash 
grant. Typically this scheme is 
for a period of six years. After 
the first three years, the grant, 
interest accrued and linkage 
differentials are free of income 
tax. 


For shorter term savers a 
new thrcc-Vear plan has been 
recently introduced. 

"There is a sophisticated way 
of maximizing the yields from 
this plan. Nahum Eshel, assis- 
tant to the general manager at 
Bank Leumi, explains that in- 
creased graded payments into 
the scheme will yield the best 
results. 

Monthly deposits of ILlOO the 
first year, to be raised by IL300 
In each of the subsequent five 
years (assuming an annual rate 
of inflation of 40 per cent) will 
give an overall yield of 3.88 per 
cent fully-linked. This com- 
pares very favourably with a 
2.64 per cent linked yield 
resulting from a onetime 
deposit. In the past year the 
country's banks, to encourage 
new savers, have offered grants 
of up to 25 per cent of the total 
amount placed in the scheme. 

Another scheme is the 
"Dollar-Optlon," guaranteeing 
the saver the return of 


whatever turns out to be the 
higher of two sums, either 
linkage to the cost-of-living in- 
dex or to the dollar. 

A great advantage in any sav- 
ing scheme Is the monthly 
automatic deduction arrange- 
ment from checking ac- 
counts. A person never has to 
worry about running to the 
bank and paying the monthly 
amount. 

Bank Leumi has a variety 
of schemes, and Yedldya 
Greenberg, who heads what Is 
called the "Passive Section, 
public deposits" i.e., short 
term deposits, certificate of 
deposits, provident funds and 
so on, advise savers to careful- 
ly select the one which most 
meets their needs. 

Surprisingly enough, one of 
the best schemes is not the most 
popular. This Is Leumi's hous- 
ing plan, and the yield here can 
be as high as nine per cent a 
year plus the index. These 


schemes are also flexible, run- 
ning from five to 12 years (ac- 
cording to choice), and they 
have an added inducement: a 
mortgage of the same sum is 
granted at an unlinked raLe of 
nine per cent a year. However, 
the drawback here Is that the 
scheme is limited to a max- 
imum of IL30.000, which, with 
the IL30.000 mortgage, gives 
the future householder only 
IL60.0Q0. Each person can 
enrol in only one scheme, 
but tfro persons (such as a man 
and a wife), who plan ahead, 
can each benefit from one plan, 
thus bringing the total up to 
IL120.000, which Is a useful 
sum, even with today's Inflated 
prices for housing. 

LEUMI ALSO offers a variety 
of other saving schemes 
without fixed time limits. These 
are the mutual funds or unit 
trusts. Some are invested main- 
ly in index-linked bonds; others 
in stocks traded on the Tel Aviv 


Stock Exchange; still others in 
foreign currency. Most of the 
mutual funds are a “mix," aim- 
ed at providing the client with 
the greatest benefits. The great 
advantage of these schemes is 
their lack of a fixed date of 
redemption. They are just as 
liquid as dealing on the stock 
market — without all the bother 
of figuring out which stocks are 
rising or falling. The mutual 
funds take care of this using the 
expertise of professionals who 
watch the markets — stock, 
bond and foreign currency — 
dally as part of their job. 

Probably one of the 
best schemes is the least 
flexible. This is "Otzma" 
which is In reality a retire- 
ment fund. The yield is higher 
than any other scheme, but the 
minimum saving period (there 
are exceptions) Is* 15 years. 
Moreover, a specific sum can 
be deducted (it depends If the 
person is a wage earner, self- 
employed, or both) from the an- 
nual income on which income 
tax is paid; moreover, the 
member also enjoys income tax 
benefits. 

"One thing is certain." says 
Eshel. "We have a competent 
staff in each of our branches 
who will sit down with any 
prospective client and suggest a 
plan tailored to his specific 
needs." n 


THE SHARE certificate read 
"The Jewish Colonial Trust 
Limited (Juedische Colonial 
Bank)," It indicated that the 
founding capital was £2 million 
of which 100 shares were 
founders shares. It was signed 
by Theodore Herzl, M. 
U8sishkin, Reverend Stephen 
Wise and others. This was the 
formal expression of the 
recommendation by Theodore 
Herzl to create a national bank 
on which the "whole future of 
the Zionist movement 
depends." The Jewish Colonial 
Trust subsequently created the 
Anglo-Palostine Company to 
function In Palestine. Two 
Years later in 1908 the first 
branch was opened in Jaffa at 
18 Bustrus Streot. 

Early in its history and in 
conjunction with the Jewish 
National Fund and the Keren 
Hayesod, the bank becamo one 
of the main financial lovers of 
Jewish resettlement. The new 
bank quickly became an institu- 
tion of the Yishuv, as the Jewish 
community was then called, 
and Its assets and liabilities 
became deeply rooted within 
the local economy. Yet Its ac- 
tivities went beyond normal 
banking transactions. The 
fledgling institution carried out 
land purchases and opened an 
import department. 

Financial growth came with 
d* ® x P an aion of activities. 

with a capital of 
*40,000 the Angio-Palestine Com- 
pany had, after three years of 
operation, deposits of just under 
*130,000 and a credit balance of 
*158,000. By , the : time World 
>var I broke out the bank had 
established branches In Jaffa, 
Jerusalem, Haifa, Tiberias, 
•Beirut' He k ron * Gaz* and 

_ Zalman David Levontin, son 
a *J abad Hassldic family 
f? WMe Russia, led the bank 
m Its Ini tial period. While intent 
on oarr y lng . oufc the natIonal 

aims of the new bank, Levontin 
intended it to .become 
' of hlB most dif- 
task* was to educate 
orrowers that loans had to be • 








The staff of the bank's first branch, in Jaffa in 1906 


Growing with the state 

Joseph Morgenstern recounts the history of Bank Leumi. 


repaid, and repaid on time. It 
will be recalled that in those 
days the Yishuv subsisted 
primarily on the philanthropy 
of Jews throughout the 
diaspora. 

THE ACTIVITIES of the bank 
expanded and by 1918 the loan 
paragraph of its balance sheet 
indicated that total loans out- 
standing stood at £6. 5m. 
Typical loans were for such 
items as sheep, horses, fodder 
and items generally associated , 
with a primitive agarlan socie- 
ty. When plans were made for 
the beginning of construction of 
the first houses of the Ahuzat 
Bayit suburb of Jaffa it was the 
bank that provided the long- 
term mortgage capital required 
for the new ventur. Cotton 
cultivation and grape growing 
were assisted, by the providing 
of financial credits. The bank 
also financed the activities of 


cooperatives for the sale of 
citrus. 

With the outbreak of the first 
World War Levontin, a British 
subject, was deported by the 
Turkish authorities and Ellezer 
Hoofien, a Dutch national, 
assumed the top post of the 
bank. After the war and until 
the end of the 1920s the bank 
continued to expand as the size 
of the Jewish community grew. 

In 1924 the bank established 
its first subsidiary, the General 
Mortgage Bank, whose function 
was to provide mortgage loans. 
A clearing house for securities 
was also set up and this became 
the forerunner of the Tel Aviv 
Stock Exchange. 

With the rise of Nazi Ger- 
many the bank assumed the 
task of transferring of funds of 
Jews who fled from that coun- 
try. These funds, in turn, con- 
tributed to' the further economic 


development of Jewish 
Palestine. 

A now retired employee of the 
bank recalls the uncertainty 
that prevailed at the outbreak 
of World War II. He tells of an 
old lady who came In to the Jaf- 
fa branch and asked to draw all 
of her savings. "I want to take 
all my money out and to bring it 
to the main Tel Aviv branch. It 
should be much safer there in 
case we are attacked from the 
sea," explained the aged 
customer. 

The transition from the Man- 
date to an Independent state 
brought with it the problem of 
establishing a new currency to 
replace the Palestine Pound, 
The first problem was the 
necessity to return the currency 
issued by the London-based 
Palestine Currency Board. The 
funds realized were to be used 
as a backup for the new curren- 
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cy. The difficulty encountered 
was that no insurance company 
was prepared to issue a policy 
covering the shipment of the 
notes. It was discovered that 
under the Palestine Currency 
Board's regulations it was 
possible to be credited if at least 
half of a banknote was return- 
ed. All of the notes which were 
to be shipped were cut in half 
and were sent to England. 
When the news came that the 
notes had arrived at . their 
destination, the other half was 
sent. 

THE DESIGN and pointing of 
new currency is generally a 
process which takes at least two 
years. Currency producers 
were not prepared to accept a 
rush order whose completion 
was required in a matter of a 
few short months. The only 
company ready to accept the 
order was the American 
Banknote Company. The 
production process was 
shortened by using a combina- 
tion of existing plates fqr other 
currencies. In August 1948 the 
bank was entrusted with the 
issue of Israel's first currency 
and a special new Issue depart- 
ment was created specifically 
for this purpose. 

The bank also created a 
department for the administra- 
tion of all Government loans 
and on behalf of the Treasury. 
The new department was head- 
ed by the late Dr. Ernst 
Lehmann, who eventually rose 
to be the bank's chief executive. 
The necessity for the bank to 
become an Israeli company 
resulted in the registration of 
Bank Leumi le-Israel B.M. 
which took over all of the ac- 
tivities of the Anglo-Pale stine 
Bank. 

The growth of Bank Leumi 
very much parallels the growth 
of the State of Israel. In less 
than three decades the bank 
grew and expanded so that it 
became one. of the 100 largest 
banks in the free world. Its total 
assets exceed the $10 billion 
mark. Its overseas network 
spans the free world. □ 
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